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“Today we are faced with the pre-eminent fact that, if 
civilization is to survive, we must cultivate the science of 
human relationships—the ability of all peoples, of all 
kinds, to live together and work together, in the same 


world, at peace. 


“.. . And to all Americans who dedicate themselves ~~ 
with us to the making of an abiding peace, I say: The only 
limit to our realization of tomorrow will be our doubts 
of today. Let us move forward with strong and acti 


faith.” 


FRANKLIN DELANO ROOSEVELT 


From an undelivered address written in observance of 


Day, April 13, 1945. 


The Presidents Scratch-Pad 


Management Education in Collective Bargaining 


While some criticism has been di- 
rected at the labor-management “char- 
ter” signed by Messrs. Johnston, Green, 
and Murray, the entire gesture at least 
symbolizes what is most important in the 
labor-management relationship—name- 
ly,..good_ faith. . It_is the lack of this 
element more than any other that has 
caused most of the breakdowns in labor 
relations. Whatever comes of the “char- 
ter,” it at least may edify groups on 
the local level to the extent that they 
will realize the futility of labor agree- 
ments in which either side has planted 
traps for the other. 

It is markedly noticeable that man- 
agement on the whole is becoming 
better educated in collective bargaining 
procedures and is showing greater in- 
terest in perfecting the process than it 
was not so many years ago. It is not 


@ iificult to visualize that a time will 


come when bargaining will be a highly 
intricate and complex technique, but it 
can never get away from one principle 
—that both parties must have good will 
toward each other and faith in each 
other’s integrity. 
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AMA in recent years has been instru- 
mental in trying to educate management 
in the techniques of collective bargain- 
ing, but it is to be observed that in all 
the discussions that have taken place at 
conferences and in all the papers that 


_have been published, it has been im- 


plied that collective bargaining must be 
backed up by sound concepts and prac- 
tices in labor relations as a whole. In 
other words, a good program of per- 
sonnel administration, accepted by top 
management, must precede collective 
bargaining. Indeed, collective bargain- 
ing must be considered merely a part 
of personnel administration. 
Finally—and this is a point which 
many overlook—whether there are 
unions or not, management has a right 
and obligation to maintain the close 
contact with its supervisors and rank- 
and-file employees that elementary good 
will between man and man and the ele- 
mentary laws of management require. 
From the management standpoint, a 
labor relations program is not to be 
evaluated in terms of the shrewdness 
(Continued on page 4) 








TRENODS 
IN 
BUSINESS 


GENERAL OUTLOOK 


Opinion in the War Production 
Board is now said to be veering toward 
the view that victory in Europe will 
permit the stripping away of a large 
number of the restrictions on mate- 
rials. Last Fall, as a WPB spokesman 
announced at the AMA Production 
Conference, the plan was to drop all 
controls over steel, copper, and alumi- 
num embodied in the Controlled Ma- 
terials Plans, and to allow mills to ship 
to anyone as long as they filled rated 
orders for the war in the East first. 
This view was later soft-pedaled at the 
insistence of military authorities, and 
oficial figures on V-E day cutbacks 
became smaller and smaller. Now the 
original plan seems more likely to ma- 
terialize than it has at any time in the 
past few months, except that there may 
be some channeling of materials to the 
most essential civilian goods, which 
was not contemplated last fall. 

Many in the WPB, according to 
Business Week, look for “reconversion 
by popular demand; even if this mearis 
winking at whatever controls WPB 
finds itself forced to keep in effect.” 
Since victory over Germany is likely 
to be a matter of announcement, how- 
ever, the armed forces have consider- 
able latitude in deciding when it will 
occur. Victory could be proclaimed as 
soon as organized resistance is ended, 
or it could be delayed until the last 
pocket in the mountains around Berch- 
tesgaden is mopped up. If public 
pressure for reconversion seems likely 
to be too great, the services might be 
inclined to delay the announcement as 
long as possible. 


CORPORATE INCOME 
Net income of 2.665 leading corpora- 


tions aggregated approximately $5,241,. 
000,000 (after taxes and with pro- 


(Continued on page 2) 
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vision for renegotiation) in 1944, the 
National City Bank reports, a decrease 
of .5 per cent from 1943. Average 
return was 8.2 per cent, compared with 
8.6 per cent in 1943. 


Combined net income of 1,327 
manufacturing companies (preliminary 
figures covering 715 were given in last 
month’s MANAGEMENT News) showed 
an increase of 6 per cent, principally 
because of increases in the petroleum 
industry and in some of the food, bev- 
erage, chemical, metal products, and 
transportation equipment industries. 


AGRICULTURE 


Values of farm real estate are still 
rising throughout the country, but only 
on the Pacific Coast have they reached 
the point they attained during the boom 
immediately following World War I. 


Taking 1912-14 as 100, values for 
the country as a whole stood at 126 in 
March, compared with 170 in 1920. 


Farm income for January amounted 
to $1,641,000,000, as compared with 
$1,628,000,000 in January of last year, 
an increase of 8 per cent. 


DISTRIBUTION 


Following the Easter buying rush, 
department store sales dropped to a 
point 13 per cent below the correspond- 
ing period last year in the week ending 
April 7. In New England, the decrease 
was 22 per cent; in the Southwest 7 
per cent; and in the Middle West from 
11 per cent to 18 per cent, although 
rises were recorded in some cities. New 
York City sales were only 2 per cent 
below the figure for last year. 


Over-all inventory was down only 5 
per cent from the 1944 figure at the 
end of February, but the shortages were 
more acute than that would indicate. 
Business Week quotes a department 
store executive on this point: “You 
can’t compare a_ volume heavily 
weighted with such things as _left- 
handed ear screws and_ horizontal 
bangles with one that used to consist 
of such things as wool overcoats, per- 
cale sheets, and refrigerators.” 





SOURCES: 
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HEARD AT AMA MEETINGS 








COLLECTIVE BARGAINING 


Company preparation for collective 
bargaining should include consultation 
of the foremen, C. F. Mugridge, Part- 
ner, Rogers & Slade, believes. 

Mr. Mugridge was the speaker at the 
panel session on “Improving Manage- 
ment’s Score at the Bargaining Table,” 
which was a feature of the Local Per- 
sonnel Conference, April 11-12, New 
York City. 

“Lower management, particularly the 
foremen, should play a major role in 
framing company demands or changes 
in present clauses,” he said. “And this 
important project should be entrusted 
to an executive appreciating lower 
management’s frustrations in living 
with a labor agreement negotiated by 
people far from the production line. 
Ably handled, this approach can render 
prodigious aid in providing valuable 
demands, in uncovering vital knowledge 
of contractual relations, and in giving 
recognition to the importance of lower 
management.” 


Some companies do make a practice 
of seeking the advice of the foremen on 
contract demands, a survey conducted 
by AMA in preparation for its forth- 
coming report on “The Development of 
Foremen in Management” reveals. A 
questionnaire used by a large mass 
production company to ascertain fore- 
man opinion on the current contract 
and the changes which are needed is 
included in the report. 


WORK-SHARING 


” 


“Spreading the work,” except in 
cases of short-run unemployment, is 
really a device for spreading unem- 
ployment, and may have an extremely 
adverse effect on labor relations, ac- 
cording to Emerson Schmidt, Director, 
Economic Research, Chamber of Com- 
merce of the United States. 


Extreme work-sharing, Mr. Schmidt 
said at the Personnel Conference, “em- 
bitters the whole labor force; it upsets 
everybody’s budget; it disorganizes 
everybody’s family life. I have a sus- 
picion, and some verification that one 
of the reasons for the growth of mili- 
tant and antagonistic ideology in some 
labor unions is that they were able to 
capitalize on the universal misery cre- 
ated by extreme work-sharing.” 

One Middle Western company, Mr. 
Schmidt said, enjoyed excellent labor 





relations for a generation or more until 
it engaged in work-sharing during th 
depression—spreading the work to such 
an extent that the employees were often 
down to one or two days a week. “In 
due course, they had a strike on their 
hands, and for five solid years that 
plant was picketed by the strikers.” 


INSURANCE TECHNICALITIES 


“Tsn’t it time for insurance contracts 
to be written in such a way that at least 
a professional buyer can know what 
those contracts cover?” asked W. Win- 
throp Clement, Executive Secretary, 
Risk Research Institute, Inc., speaking 
at the Local Insurance Conference, 


March 21-22, in New York City. 


Mr. Clement reported on a question- 
naire survey of insurance buyer opin- 
ion, conducted by AMA in preparation 
for the conference. To illustrate the 
confusion occasioned by technicalities, 
he cited this case: “One letter men- 
tions a claim made, under the extended 
coverage endorsement, for a _ fence 
blown down in the East Coast hurri- 
cane last fall. The carrier denied lia- 
bility on the theory that the fence fell 
down because wind-driven rain washed 
the earth away from the fence posts.” 


WAGE INCREASES 


“In my judgment, wage rate in- 
creases approved by the War Labor 
Board have been far less significant in 
boosting production costs and in add- 
ing to total purchasing power than 
wage increases given by management in 
the form of rapid upgrading, merit in- 
creases, misclassification of jobs, and 
similar ways of administering wage 
schedules,” declared Dr. George W. 
Taylor, NWLB Chairman, in an address 
at the Local Personnel Conference. 


“Qne company’ which recently 
brought a case before the Board,” he 
said, “pays its common laborers 70 
cents an hour. Utility men receive 80 
cents an hour. There have been no re- 
cent changes in these wage rates. But 
the company formerly had 15 common 
laborers for every utility man. Today, 
making the same product in the same 
way, that firm has 15 utility men for 
every common laborer. It has in- 
creased wages 10 cents an hour without 
any change in its wage scale whatso- 
ever.” 
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.) Considering the Possibility of an Annual Wage for Your Company 


The annual wage has become one of: 


the foremost topics of discussion in 
management and Jabor circles, if one is 
to judge by the results of public opin- 
ion surveys, the large number of union 
requests to the National War Labor 
Board, public speeches, newspaper art- 
icles, advertisements, and inquiries to 
AMA’s Research and_ Information 
Bureau. The fact that the advisory 
board of the Office of War Mobilization 
and Reconversion is studying the guar- 
anteed annual wage has led many com- 
panies to consider investigating the 
possibility of some kind of employment 
guarantee for parts of their working 
forces. 

Unfortunately the written material on 
guaranteed wages so often deals only 
with the general desirability of such a 
plan—how much the workers want it 
and how nice it would be—or soundly 
condemns the idea as impossible. The 
bewildered executive may then turn to 
some of the published plans, but in his 
attempt to work through the detailed 
technical and procedural problems, 
may completely lose sight of the over- 
all picture. 


SOME DIFFICULTIES 


Perhaps the most important point to 
keep in mind is that past experience 
teaches us to expect fluctuations of 
prosperity and depression. Thus a de- 
cline in activity and a reduction in or- 
ders would make a part of a company’s 
working force idle. Unless some alter- 
native work can be found, the attempt 
to keep the wage guarantee for all em- 
ployees may cause a_ considerable 
amount of idle costs at the very time 
when revenue is falling. Thus, instead 
of cutting costs and prices to keep a 
part of its working force employed, the 
company may run into losses so large 
and continuous as to compel it to dis- 
miss everyone. 

Another consideration to be borne in 
mind is that the guaranteed wage plan 
is likely to work where it is not really 
needed, and may not work where it is 
needed. Many companies could prob- 
ably give an annual guarantee of em- 
ployment to a considerable number of 
their maintenance and key workers and 
those with long and successful experi- 
ence. But these people generally pos- 
sess security in any case. Those with 





less skill and less seniority could lose 
under the plan, since companies might 
try to hire only the minimum number 
of workers under the guarantee and to 
arrange employment in such a way that 
the people with the guarantee took on 
more work. Thus as idle labor costs 
rise, the total demand for labor may 
fall. Similarly, steady industries or 
periods of prosperity make a guaran- 
tee possible—and unnecessary—while 
highly fluctuating industries and times 
of depression make a guarantee desir- 
able but more difficult to install. 


FACTORS TO CONSIDER 


In spite of these considerations, many 
companies will want to investigate the 
possibility of guaranteeing employment 
to an increasing number of their work- 
ers and of making their operations 
more stable and more profitable. Hence 
it might be useful to list some of the 
data which a company might consider 
when weighing the possibility of an an- 
nual wage. 

1. Extent of employment fluctuations 
and cost of stability. The first requisite 
in planning for an annual wage is a 
knowledge of the extent of the com- 
pany’s employment fluctuations. An 
examination must be made of seasonal 
fluctuations (changes during the year 
caused by the weather or buying 
habits), cyclical fluctuations (changes 
due to business prosperity and depres- 
sion) and secular fluctuations (long- 
term rise or decline of the company). 
This analysis might be conducted in 
terms of the total labor load, type of 
employment and payroll for the firm 
as a whole and for each individual de- 
partment. The study should be made in 
the light of the past, preferably cover- 
ing the 15 to 20 years before the war, 
and should be revised in the light of 
anticipated changes. The latter will de- 
pend in part, of course, on factors not 
accurately predictable, but to some ex- 
tent it may be found within the power 
of the company itself to make its em- 
ployment more stable—by product 
changes, appropriate pricing and cost- 
ing policies, production for stock, bet- 
ter forecasting and planning, altering 
consumers’ buying habits, improved 
personnel techniques, etc. 

From this information the cost of the 
annual wage could be calculated: How 
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many people and what payroll would 
be required at various possible levels 
of sales in the company as a whole and 
in each individual department? What 
would be the effect of various types of 
guarantees on various types of costs, 
especially idle time, at different levels 
of sales? What would be the prospec- 
tive position of cash, working capital, 
bank loans? 


2. Relation to employees. The plan 
is likely to be more successful if em- 
ployees participate in making and ad- 
ministrating it. Special problems may 
arise in companies with labor unions, 
such as the length of the contract, the 
type of workers covered, the effect of 
transfers on seniority and pay. 


3. Provisions of the plan. Once stable 
wage payments are considered feasible, 
the detailed provisions of a plan will 
have to be worked out; such points as 
the time of introduction, the period of 
service and experience required for in- 
clusion, the duration of the plan, must 
be considered. Limitations may have 
to be stipulated, such as reductions of 
pay, compulsory transfers, leaves of 
absence and vacations, a reduction of 
the number of hours guaranteed, re- 
training. Finally, the company may 
wish to set forth the specific conditions 
under which gains may be outweighed 
by losses and the plan abandoned. 

There is a widespread interest among 
companies in concrete information on 
the factors to take into account in draw- 
ing up annual wage plans, the possible 
difficulties and methods of overcoming 
them. But there exists only a small 
amount of material of a practical na- 
ture on these subjects. The AMA is 
anxious to collect any such experience, 
and companies and executives can per- 
form a real service for the cause of 
higher and stabler employment by let- 
ting AMA’s Research Department know 
of any definite plans of making the in- 
come of their employees more stable. 


AMA Would Like Copies 
Of Merit Rating Plans 


AMA is interested in building its file 
of merit rating plans, and will be grate- 
ful to any company which will send 
in a copy of its plan, together with the 
rating forms used. In any use which is 
made of this material, names of com- 
panies will not be mentioned without 
express permission. 

Copies should be addressed: Editor, 
American Management Association, 330 


West 42nd Street, New York 18, N. Y. 











ACTIVITIES of the AMA 








Annual Business 
Meeting Set for 
June 14 in Chicago 


Election of Directors to 
Follow Personnel Session 


AMA’s annual business meeting, with 
election of directors for the 1945-46 
season, is scheduled for 5 o’clock, June 
14, at the Palmer House, Chicago, fol- 
lowing the close of that afternoon’s 
session of the Personnel Division. A 
nominating committee, headed by 
Norman C. Firth, Managing Editor, 
Dun’s Review, is now preparing a slate, 
and solicits suggestions from the mem- 
bership. 

Serving with Mr. Firth are J. C. 
Bebb, Assistant Vice President, Otis 
Elevator Company; Stanley P. Fisher, 
Works Manager, American Hard Rub- 
ber Company; Arthur B. Goetze, Per- 
sonnel Director, Western Electric Com- 
pany, Inc.; J. D. Malcolmson, Technical 
Director, Robert Gair Company, Inc., 
Coleman Maze, Professor of Manage- 
ment, New York University; and Joseph 
W. Oliver, Treasurer, Pittsburgh Coal 
Company. 

Members of the Association who wish 
to submit the names of candidates 
should send their suggestions to Mr. 
Firth at Dun’s Review, 290 Broadway, 
New York, N. Y. 


AMA Collecting File 
Of Union Agreements 


AMA wishes to thank the companies 
which sent in copies of their union con- 
tracts in response to a request in last 
month’s issue of MANAGEMENT News. 
A large number of representative agree- 
ments were received, and are expected 
to- be of great value in estimating 
trends in collective bargaining. 

If there are any other companies 
which can spare copies of their con- 
tracts, Association headquarters would 
be very glad to have them, particularly 
contracts with white collar unions. In 
any use which is made of the material, 
names of companies and unions in- 
volved will not be mentioned. Copies 
should be addressed: Editor, American 
Management Association, 330 West 
42nd Street, New York 18, N. Y. 





Ivan L. WILLIS 





The President’s Scratch-Pad 


(Continued from page 1) 


with which the management writes the 
labor agreement, and an industrial re- 
lations executive should not be rated in 
terms of his ability to outsmart a union 
or its representatives over the bargain- 
ing table. 

It has been said by others but it is 
worth repeating—the collective agree- 
ment is merely the ground rules which 
both management and labor must ob- 
serve; it can never mean much unless it 
is backed by the integrity of a good 
management and a reliable union. If 
the contract is grossly unfair to one 
side or the other, it will only be a 
source of discontent. A contract has 
the best chance of promoting harmony 
when it is introduced in an atmosphere 
of mutual good will; and it will be 
most harmoniously administered in an 
atmosphere where the employer deals 
with employees as if they were not 
unionized at all. 


Lebron & Locke. 


Research Report No. 7 
Will Be Ready Next Week 


AMA’s Research Report No. 7, “The 
Development of Foremen in Manage- 
ment,” is now on the presses and is ex- 
pected to be ready for distribution 
sometime next week. Copies will be 
mailed to company members immedi- 
ately on publication. 





Chicago Conference 


June 14-15 to Hear 
Sen. Wayne Morse 


Personnel Meeting to Consider 
Postwar Labor Policies 


A discussion of future industrial re- 
lations policies and personnel prob- 
lems of the transitional period will be 
featured at AMA’s Chicago Personnel 
Conference, which is to take place at 
the Palmer House, June 14-15. 

Working in cooperation with indus- 
trial relations executives of the Chicago 
area, the Personnel Division of the 
AMA is developing a program which 
will cover the urgent aspects of the 
labor picture, and will clarify labor 
problems anticipated upon the taper- 
ing off of war production. 

In the light of the imminence of vic- 
tory in Europe, there is deep interest 
in national labor policy and in pos- 
sible changes in this province. This 
subject will be discussed by Senator 
Wayne L. Morse at a dinner taking 
place on June 14. 

The conference, which is being ar- 
ranged in cooperation with the Chicago 
Industrial Relations Association, will 
also cover a review of progress in per- 
sonnel administration; and other topics 
to be discussed include “Employer As- 
sociations in Collective Bargaining,” 
“Stabilization of Employment,” and 
“The Outlook on Foreman Unioniza- 
tion.” 

Ivan L. Willis, Director of Industrial 
Relations, Curtiss-Wright Corporation, 
and AMA Vice President for the Per- 
sonnel Division, is in charge of the pro- 
gram. 


Reprints Now Available 
Of Work Relations Guide 


Reprints of the article “Getting 
Along on the Job,” which appeared in 
the March, 1945, number of PERsoN- 
NEL, are now available from AMA 
headquarters. Quantity prices will be 
sent on request. 

The article, which was written by 
H: A. Bolz, Associate Professor of Me- 
chanical Engineering at Purdue: Uni- 
versity, is designed as a guide to good 
work relations for foremen and rank- 
and-file workers. 
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